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TAX RATE EXTENSION ACT OF 1957 





WEDNESDAY, FEBRUARY 6, 1957 


House or RepresENTATIVES, 
Commirrre on Ways AND Mzans, 
Washington, D. C. 


The committee met at 10 a. m., pursuant to notice, in the hearing 
room of the Committee on Ways and Means, House Office Building, 
Hon. Jere Cooper (chairman) presiding. 

The CHarrman. The committee will please be in order. 

The committee is meeting this morning to receive testimony on H, R. 
4090 and H. R. 4091, bills to provide for a 1-year extension of the 
present normal corporate tax rate and of certain excise tax rates. At 
the request of the Secretary of the Treasury, my colleague, the gen- 
tleman from New York, and I introduced the bills which are before 
the committee this morning. 

(The bills, H. R. 4090 and H. R. 4091 are as follows:) 


[H. R. 4090, 85th Cong., Ist sess.] 


A BILL To provide a one-year extension of the existing corporate normal-tax rate and 
of certain excise-tax rates 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this.Act may be cited as the “Tax Rate 
Extension Act of 1957.” 


SEC. 2. ONE-YEAR EXTENSION OF CORPORATE NORMAL TAX RATE. 


Section 11 (b) (relating to corporate normal tax), section 821 (a) (1) (A) 
(relating to mutual insurance companies other than interinsurers), and section 
821 (b) (1) (relating to interinsurers) of the Internal Revenue Code of 1954 
are amended as follows: 

(1) By striking out “aprit 1, 1957” each place it appears and inserting in 
lieu thereof “APRIL 1, 1958”; 

(2) By striking out “April 1, 1957” each place it appears and inserting in 
lieu thereof “April 1, 1958” ; 

(3) By striking out “MARCH 31, 1957” each place it appears and inserting 
in lieu thereof “MARCH 31, 1958”; 

(4) By striking out “March 31,1957” each place it appears and inserting 
in lieu thereof ‘““March 31, 1958.” 


SEC. 3. ONE-YEAR EXTENSION OF CERTAIN EXCISE TAX RATES. 


(a) Bxrenston or Rates.—The following provisions of the Internal Revenue 
Code of 1954 are amended by striking out “April 1, 1957” each place it appears 
and inserting in lieu thereof “April 1, 1958”— 

(1) section 4061 (relating to motor vehicles) ; 

(2) section 5001 (a) (1) (relating to distilled spirits) ; 

(3) section 5001 (a) (3) (relating to imported perfumes containing dis- 
tilled spirits) ; 

(4) section 5022 (relating to cordials and liqueurs containing wine) ; 

(5) section 5041 (b) (relating to wines) ; 

(6) section 5051 (a) (relating to beer) ; and 

(7) Section 5701 (c) (1) (relating to cigarettes). 
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(b) TecHNnIcAL AMENDMENTS.—The following provisions of the Internal Rev- 
enue Code of 1954 are amended as follows: 

(1) Section 5063 (relating to floor stocks refunds on distilled spirits, 
wines, cordials, and beer) is amended by striking out “April 1, 1957” each 
place it appears and inserting in lieu thereof “April 1, 1958”, and by striking 
out “May 1, 1957” and inserting in lieu thereof “May 1, 1958”. 

(2) Section 5184 (a) (3) (relating to drawback in the case of distilled 
spirits) is amended by striking out “March 31, 1957” and inserting in lieu 
thereof “March 31, 1958’. 

(3) Subsections (a) and (b) of section 5707 (relating to floor stocks 
refunds on cigarettes) are amended by striking out “April 1, 1957” each 
place it appears and inserting in lieu thereof “April 1, 1958”, and by striking 
out “July 1, 1957” and inserting in lieu thereof “July 1, 1958”. 

(4) Section 6412 (a) (1) (relating to floor stocks refunds on automobiles) 
is amended by striking out “April 1, 1957” each place it appears and insert- 
ing in lieu thereof “‘April 1, 1958”, by striking out “July 1, 1957” and in- 
serting in lieu thereof “July 1, 1958” , and by striking out “August 10, 1957” 
each place it appears and inserting in lieu thereof “August 10, 1958”. 

Section 497 of the Revenue Act of 1951 (relating to refunds on articles from 
foreign trade zones), as amended, is amended by striking out ‘April 1, 1957” 
each place it appears and inserting in lieu thereof “April 1, 1958”. 





[H. R. 4091, 85th Cong., 1st sess.] 


A BILL To provide a one-year extension of the existing corporate normal-tax rate and 
of certain excise-tax rates 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress Assembled, That this Act may be cited as the “Tax Rate 
Extension Act of 1957”. 


SEC. 2. ONE-YEAR EXTENSION OF CORPORATE NORMAL TAX RATE. 


Section 11 (b) (relating to corporate normal tax), section 821 (a) (1) (A) 
(relating to mutual insurance companies other than interinsurers), and sec- 
tion 821 (b) (1) (relating to interinsurers) of the Internal Revenue Code of 
1954 are amended as follows: 

(1) By striking out “aprit 1, 1957” each place it appears and inserting 
in lieu thereof “APRIL 1, 1958” ; 

(2) By striking out “April 1, 1957” each place it appears and inserting in 
lieu thereof “‘April 1, 1958”; 

(3) By striking out “MARCH 81, 1957” each place it appears and inserting 
in lieu thereof “MARCH 31, 1958”; 

(4) By striking out “March 31, 1957” each place it appears and inserting 
in lieu thereof ‘March 31, 1958”. 


SEC. 3. ONE-YEAR EXTENSION OF CERTAIN EXCISE TAX RATES. 


(a) EXTENSION or Rates.—The following provisions of the Internal Revenue 
Code of 1954 are amended by striking out “April 1, 1957” each place it appears 
and inserting in lieu thereof “April 1, 1958”— 

(1) section 4061 (relating to motor vehicles) ; 

(2) section 5001 (a) (1) (relating to distilled spirits) ; 

(3) section 5001 (a) (3) (relating to imported perfumes containing dis- 
tilled spirits) ; 

(4) section 5022 (relating to cordials and liqueurs containing wine) ; 

(5) section 5041 (b) (relating to wines) ; 

(6) section 5051 (a) (relating to beer) ; and 

(7) section 5701 (c).(1) (relating to cigarettes). 

(b) TecHNICcCAL AMENDMENTS.—The following provisions of the Internal Reve- 
nue Code of 1954 are amended as follows: 

(1) Section 5063 (relating to floor stocks refunds on distilled spirits, wines, 
cordials, and beer) is amended by striking out “April 1, 1957” each place it 
appears and inserting in lieu thereof ‘April 1, 1958”, and by striking out 
“May 1, 1957” and inserting in lieu thereof “May 1, 1958”. 

(2) Section 5134 (a). (8) relating to drawback ‘in the case of istitied 
spirits) is amended by striking out “March 31, 1957” and inserting in lieu 
thereof “March 31, 1958”. 
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(8) Subsections (a) and (b) of section 5707 (relating to floor stocks 
refunds on cigarettes) are amended by striking out “April 1, 1957”-each 
place it appears and inserting in lieu thereof “April 1, 1958”, and by, striking 
out “July 1, 1957” and inserting in lieu thereof “July 1, 1958”. 

(4) Section 6412 (a) (1) (relating to floor stocks refunds on automobiles) 
is amended to striking out “April 1, 1957” each place it appears and inserting 
in lieu thereof ‘“‘April 1, 1958”, by striking out “July 1, 1957” and inserting 
in lieu thereof “July 1, 1958”, and by striking out “August 10, 1957” each 
place it appears and inserting in lieu thereof “August 10, 1958”. 

Section 497 of the Revenue Act of 1951 (relating to refunds on articles from 
foreign trade zones), as amended, is amended by striking out “April 1, 1957” 
each place it appears and inserting in lieu thereof “April 1, 1958”. 

The Cuatrman. The normal corporate tax rate and certain excise 
tax rates were imposed in the Revenue Act of 1951, Public Law 183, 
82d Congress. These rates would have changed on April 1, 1954. 
However, they have been extended three times: First, by the Internal 
Revenue Code of 1954, Public Law 591, 83d Congress; second, b 
eae Law 18th, 84th Congress; and third, by Public Law 458, 84t 

ngress. 

The committee has present this morning, representing the adminis- 
tration, the Secretary of the Treasury, the Honorable George M. 
Humphrey, and Mr. A. R. Jones, Deputy Director of the Bureau of the 
Budget. Mr. Jones is representing the Director of the Bureau of the 
Budget, Hon. Percival F. Brundage, who was unable to be present. 

Mr. Secretary, we are pleased to see you this morning and we extend 
to you a very cordial welcome, and you are recognized to present any 
statement you may desire. 

Mr. Reep. Mr. Chairman—Mr. Secretary, it is, I am sure, a pleasure 
and a privilege for each member of this committee to extend a personal 
greeting to you this morning. Last night I had occasion to address a 
conference of State taxpayer executives. During the course of my 
remarks I referred to you as a truly great Secretary of the Treasury. 
I very genuinely meant that mail 

I repeat it now, not to cause you embarrassment, but to let you know 
that the personal sacrifices that you are making and the truly out- 
standing public service you are rendering are appreciated both by 
those who work with you in the Federal Government and by the people 
of America. 

The Carman. If you will pardon an interruption at this point, 
Mr. Secretary, the committee is aware that you have obtained the serv- 
ices in your Department of one of the very valuable members of our 
committee staff, Mr. Russell E. Train. Mr. Train rendered outstand- 
ing service to the committee while a member of our staff and I know 
he will be of great help to the Department. We are sorry to lose the 
services of Mr. Train, but I know that our very great loss will be the 
very great gain of the Department. 


STATEMENT OF HON. GEORGE M. HUMPHREY, SECRETARY OF THE 
TREASURY, ACCOMPANIED BY A. R. JONES, DEPUTY DIRECTOR 
OF THE BUREAU OF THE BUDGET 
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Secretary Humenrey. Thank you, Mr. Chairman. And Mr. Reed, 
I certainly want to thank you for those very fine remarks. 

We are very glad, indeed, to have Mr. Train with us and I assure 
you that he is very helpful to us in attempting to get our views in 
proper shape to present to you. 
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I have, Mr. Chairman, a very short statement that I will read with 
your permission, and then we can go to the questions. 

The Cuamman. You are recognized, Mr. Secretary, and following 
the usual custom you may present your prepared statement without 
interruption. 

Secretary Humpurey. Mr. Chairman and members of the Com- 
mittee on Ways and Means, I appreciate this eecent to appear 
before you in support of H. R. 4090 and H. R. 4091. This legislation 
would extend for 1 year the existing excise rates on liquor, tobacco, 
and automobiles and the tax rate on corporate income. If this legis- 
lation were not adopted those tax rates would drop on April 1. 

The full-year effect of the 1-year rate extensions would be slightly 
more than $3 billion; $2,200 million of this comes from the corporation 
income tax; $231 million from various alcohol taxes; $185 million 
from the tax on cigarettes; and $436 million from the tax on auto- 
mobiles and ro arts and accessories. 

Of the total of more than $3 billion, we estimate that $186 million 
will be collected in the current fiscal year; $2,166 million in the fiseal 
year 1958; and virtually all of the rest in the fiscal year 1959. 

The President made his recommendation for these rate extensions 
in his budget message in the following terms: 

It is my firm belief that tax rates are still too high and that we should look 
forward to further tax reductions as soon as they can be accomplished within 
a sound budget policy. Reductions in tax rates would give relief to taxpayers 
and would also release funds for the activity and investment necessary for sus- 
tained economic growth through private initiative. However, the reduction of 
tax rates must give way under present circumstances to the cost of meeting our 
urgent national responsibilities. 

For the present, therefore, I ask for continuation for another year of the 
existing excise tax rates on tebacco, liquor, and automobiles, which, under pres- 
ent law, would be reduced next April 1. I must also recommend that the present 
eorporate-tax rates be continued for another year. It would be neither fair nor 
appropriate to allow excise- and corporate-tax reductions to be made at a time 
when a general-tax reduction cannot be undertaken, 

The estimated surplus for the fiscal year 1958 is less than the revenue 
which will be received during that year from the legislation which is 
now before you. Therefore, if these rates are not extended, we would 
have a deficit in 1958. 

After we have 2 years of balanced budgets as a result of the combined 
hard work of the Congress and the administration, it would be inex 
cusable to slip back into deficit financing for next year. We must have 
the revenue that a continuation of existing tax rates would provide. 

As I have said many times, the present rates are too high and will in 
the long run seriously hamper our economic growth. I believe that 
the most important tax change that could be made to promote steady 
economic development would be to reduce the ‘rates for all taxpayers 
when our fiscal situation permits. 

My chief concern now is to avoid any new special relief provisions 
for portienlen groups of taxpayers. Such relief provisions not only 
would complicate a law that 1s already too complicated, but they also, 


in the aggregate, can involve so much revenue loss as to postpone in- 
definitely the time when it will be possible to have general tax. relief 
for all taxpayers. 

My associates and I have been working with your subcommittees in 
the consideration of various technical and administrative revisions and 
changes to remove some unintended benefits and hardships, 
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We think the changes that we have recommended, and others which 
have been developed by your staffs and in the committee hearings, 
merit serious consideration as a means of improving the law techni- 
cally, but no changes should be made if it appears that any revenue 
loss would be avowed. 

I shall be glad to answer any questions you and the other members of 
the committee may have. 

The Cuarrman. Mr. Secretary, we thank you for your appearance 
and for the information you have given the committee. 

Are there any questions? 

Secretary Humpurey. I wonder, Mr. Chairman, if I may interrupt 
for just a moment. Perhaps a short statement from the Bureau of 
the Budget would be appropriate and then there would be questions to 
either one of us. 

The Cuatrman. That would be agreeable. 

I understand, Mr. Jones, you do not have a prepared statement, but 
will make a statement to the committee. 

Mr. Jones. That is correct, sir. 

The Cuarrman. You are recognized and you may make your state- 
ment without interruption. Then both of you may answer questions 
after you have completed your statements. 

Mr. Jones. Mr. Chairman and members of the committee: As you 
know, there is before the Congress now a budget recommendation 
which estimates expeditures of approximately $71.8 billion. 

The present laws will not provide sufficient revenue to cover that 
amount of spending if they are not continued. I am here merely to 
endorse what the Secretary has said to you as to the necessity of con- 
tinuing the tax rate in order to provide the revenue. 

Under the estimates in the budget, the margin would only be ap- 
proximately $1.8 billion. We think that that margin should be pro- 
tected. I will be glad to answer any questions. 

The Cuamman. We thank you, Mr. Jones, for your statement and 
the information given the committee. Mr. Mills, of Arkansas, will 


ee 

r. Mus. Mr. Secretary, let me preface my question by stating 
for the record that I am in accord with the statement which the Presi- 
dent made in his budget message, in the paragraph which you read. 

My questions do not in any way mean that I think that we can 
reduce taxes at this time and have a balanced budget. However, for 
purposes of this record, I think it would be well for us to have your 
views enlarged just a little from your prepared statement. 

As I understand from the budget message, the Treasury has esti- 
mated that revenues, including those contained in the bills presently 
before the committee, and adding some $600 million of additional 
postal receipts, will approximate $73.6 billion in fiscal year 1958, is 
that correct ? 

Secretary Humrurey. That is correct. . 

Mr. Mir1s. Those estimates of revenue, as I understand, are based 
upon corporate profits of $44 billion in calendar year 1957 as compared 
to $43 billion of profits by corporations in calendar year 1956 and 
upon personal income of $340 billion in calendar year 1957 as compared 
to $325.5 billion in calendar year 1956? 


89335—57——-2 
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Secretary Humrurey. That is correct, Mr. Mills. 

Mr. Mus. That statement is correct ? 

Secretary Humpnrey. Yes. 

Mr. Mits. Now, translated into increase in gross national product 
that means, according to information that has come to us in another 
committee, about 3 or 314 percent increase in gross national product 
if prices remain horizontal in the calendar year 1957. 

Secretary Humpurey. That is also correct. 

Mr. Mitts. So you do take into consideration economic growth in 
making these estimates of some $73.6 billion as well as the extension 
of these taxes that would lapse on April 1 and the $600 million of 
additional postal receipts? 

Secretary Humrurey. That is right. We are carrying forward 
the current trends at about the current pace. 

Mr. Mus. I think it was fairly generally agreed by those who 
appeared before the Joint Economic Committee this past week from 
both Government and business and people outside of Government, that 
we could be fairly safe in the estimates of that much growth in our 
economy in the calendar year 1957. 

We might possibly, with these requests before the committee this 
morning, have that much revenue in fiscal year 1958. We cannot have 
it, however, if we do not provide for these extensions of rates that will 
expire on April 1. 

Secretary Humpurey. That is exactly right. 

Mr. Mis. You have pointed out that in excess of $2 billion will 
come to the Treasury as a result of the requests which you make this 
morning of the committee. If we do not, therefore, go along with your 
request that, in and of itself, would leave a deficit of some $300 million 
in the budget. 

Secretary Humeurey. It would wipe out our estimated surplus com- 
pletely and leave a small deficit. 

Mr. Mitts. Yes, it would. Now, let me ask you these questions, 
Mr. Secretary, with respect to the suggestions that are being made in 
many quarters, both in the Congress and on the outside, with respect 
to doing something to the corporate rate that will be of benefit to the 
small corporations of the country. 

As you know, there are bills introduced in the Congress that would 
change the normal tax rate from 30 to 22 and the surtax rate from 22 to 
30, and some bills offer a way of overcoming that $400 or $500 million 
loss of revenue by increasing the rate at the surtax level to compen- 
sate for that loss. 

I have no desire to suggest that this committee amend the bill to do 
that, but somewhere along the line there is a possibility someone will 
suggest an amendment to this bill to carry out that objective. 

As I understand your statement this morning, you are opposing any 
such action at this time in connection with this bill. 

Secretary Humpurery. I will oppose any suggestion of that kind 
whenever it is made, at this time, under these circumstances. 

Mr. Mis. So that the committee may be assured that it will have 
your support if the committee declines to take that action itself? The 
committee may be assured that it will have your support in attempting 
to overcome any such amendment offered anywhere along the line? 

Secretary Humpnrey. That is exactly right, and I shall oppose it in 
every way that I can under these circumstances. 
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The Cuatrman, Mr, Reed is recognized. 

Mr. Reep. I have no questions. 

The Cuarrman. Are there any further questions? 

Mr. Eberharter of Pennsylvania will ingiure, Mr. Secretary. 

Mr. Exsernarrer. Mr. Secretary, of course there has been a good deal 
of agitation throughout the country, and I am sure also in official cir- 
cles, that something be done to encourage small business. Has the De- 
partment of the Treasury any suggestion whatsoever in the way of 
taxation for helping small business? 

Many members of the committee, Mr. Secretary, feel that something 
should be done if at all possible, without too great a harm to the 
budget and the receipts, to do something for small business. : 

I am wondering whether the Department has made any studies 
along that line. : 

Secretary Humpurey. There have been a number of studies, Mr. 
Eberharter. Perhaps you refer particularly to the study of the 
Cabinet committee that met and made some suggestions. There were 
a number of suggestions that this Cabinet committee approved, one 
of which, while it is not the same as Mr. Mills just suggested, does 
suggest a reduction in rates. It is not quite the same technique but 
it does make a suggestion on the rates. 

I would have to definitely oppose that, as I oppose all other changes 
that have to do with a loss of revenue. Now, I am opposing all 
changes that have to do with a loss of revenue for two reasons. 

In the first place, it has to do with this year and the very narrow 
margin of excess of income over estimated expenditures. I think 
that, it would be a very serious thing to unbalance the present budget. 
af nt cat are on a Very narrow margin, as you can see by looking 
at them. 

I think particularly this year, without regard to any other thing, 
we should be especially careful not to adopt anything now that wi 
reduce our revenues and we should do everything required to help 
to peers the present estimates. 

hat is conclusive so far as I am concerned, for this year anyhow. 
But in addition there is this thing which I am sure your committee 
has prominently in mind and which I think as time goes on you must 
have prominently in mind: 

That is this: These taxes are so high for everybody that there are 
many, many groups of people in America who can come down here 
and make a very good case of hardship to them. They can present 
facts showing that the taxes and the rates they are now paying are 
really a hardship on them. 

If what we do is to have hardship cases come in and we keep meeting 
cases of hardship by special consideration for special groups, every 
time we give a special group a special reduction it means that our 
income is dissipated to that extent and it means that the day when 
all of the people can get a reduction is just that much farther removed. 

Now, if we can resist special purines or special groups and if we 
can get our affairs in such shape as I think we should and I think we 


must so that we can make a general reduction for everybody, the more 
we oan reduce generally for everybody, the less the harde 
anybody. 


hip is on 
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I think the way to cure these hardships is to give everybody some 
relief and that helps everybody else anid relieves the pressure on the 
various hardships, 

I oppose now any change for anybody that will substantially reduce 
our revenues this year. 

Mr, Exernartrer. Of course, Mr. Secretary, the claim is made, and 
I think with some justification, that if we do something to encourage 
small business and help along a little bit it will be so beneficial to the 
general economy that the net result is not a loss of revenue. 

You do not go along with that theory ? 

Secretary Humpnurry. I think, Mr. Eberharter, this is true: There 
are a number of encouragements that can be given to small business 
entirely apart from the tax laws. Taxes are a hardship on everybody. 
There are many things that small business requires entirely independ- 
ent of taxes, which are a burden to everybody. 

They have the same burden that everybody else has. I think that 
such things as can properly be done, and there are some of them and 
some of them are already being done and others can be done, that will 
be of assistance to small business, will not in any way contravene my 
stand with respect to the taxes. 

1 do not think that the tax laws are the appropriate means of solving 
problems that have nothing to do with taxes, especially. 

Mr. Exsernarrer. In other words, you say this morning that small 
business cannot hope for any help insofar as taxation is concerned in 
your recommendations. 

Secretary Humpnrry. They can hope for no help so far as I am 
concerned that will deplete our general revenues. Now, I will say this: 
The suggestions made by the Eabinet committee were very carefully 
considered and we went over them in great detail. I think under 
proper circumstances there are a good many of those or certainly some 
of those things that might be given proper consideration. 

They wind be proper things for the Congress to act on, and they are 
well considered and well conceived. But these are not the circum- 
stances when this is the time to give them special tax reductions. If 
there is any action, not only for small business, but any action for any- 
body that depletes our revenues, I am opposed to it. 

Mr. Exsernarter. That is pretty conclusive, Mr. Secretary. Our 
Subcommittee on Excise Taxes in its inquiry into the operation of some 
of our excise taxes found that in the operation of some of them there 
were some inequities, and in order to correct those inequities it might 
cause a very small loss to the total revenue received. 

The committee is faced with the problem of whether or not in these 
cases we should endeavor to correct these obvious inequities or whether 
we should say, “Well, we cannot do anything now because it might 
cause a loss of a couple of million dollars or a small amount.” Would 
you care to say anything about that? ; 

I may say this, Mr. Secretary, that Dr. Smith, who represents the 
Treasury here before the committee very often, has quite consistently 
opposed any changes which would cause a loss in revenue and the 
committee is very seriously considering that question. 

We do not like to see any inequalities in taxes as a whole. You can 
realize how we feel about that. Still, we do not like to lose any money. 
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Secretary Humpnrey. That is exactly right. As I see it, you gentle- 
men are in exactly the same position I am in. We are er in 
this matter. j at ah 

I do not like to see any inequities. I do not like to see any injustices 
and I do not like to see any such thing in the law; I would like to see 
everybody get a tax reduction and | think they ought. to have it, 
but they cannot get it now. : 6 

I do not think that. this is a time to correct inequities that affect 
our revenues. I think that your subcommittee has been very con- 
siderate and has done a splendid piece of work with a very good. ap- 
preteen and a very good viewpoint, both your subcommittees. You 
a 


ave two of them studying this. ; , . 

I think they have done a very fine job going over these things, 
There are some things that can be done. I think that both committees 
have proposed some things that can and should be done. On the other 
hand, when you come to those things that affect revenues, I think that 
you ought to just say, “This is not the time.” 

Mr. Exsernarrer. If it effects a slight loss of revenue you would 
permit the inequities to continue to exist? 

Secretary Humpnrey. Anything that makes any difference of any 
consideration. You see what happens is this, Mr. Eberharter: You 
could very well pick out a group of things where each one would be 
little but by the time you added them up it would be quite a lot. It is 
the accumulated effect. 

Mr, Exnrrearter. I am not talking so much about hardships as I 
am about inequities, Mr. Secretary. The excise taxes are a hardshi 
and I think we will agree with that, that all excise taxes are a hard- 
ship. But in some of them, aside from being a hardship, there are 
inequities and I think if we can do it without too great a loss those 
should be taken care of. 

Secretary Humpurey. Every time you get into it if you make a 
rule that is pretty fair to everybody and if you correct inequities 
within those limits and within the limits of no loss, then you are treat- 
ing everybody alike. 

If you start out doing a, little here and a little there and straining 
your rules here and there, the first thing you know you are creating 
additional inequities because you correct an inequity for one fellow 
and you will not for another. 

So, I really believe that the fairest thing for all of the people under 
the present circumstances is to confine your corrections and your 
changes in the law to those things which will not deplete revenues. 

Mr. Exsernarter. Suppose we could find a way of correcting some 
of these inequities and there are not too many, but there are some 
that are very obvious and we could pick up the revenue someplace 
else? Then you would not object to the correction; would you? 

Secretary Humpnrey. That all depends on just how you do it and 
where they are. For instance, Mr. Mills made a suggestion of that 
kind of thing which I am opposed to. There might be others that 
would work out, I think Mr. Forand’s committee has worked out 
some very good suggestions and I think that there are a good many 
of the things that we can and will be glad to agree to and we will be 
gad to agree to anything that can be done reasonably within those 

imits. 
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Mr. Exernarter. I think that is all. 

The Cuamman. Mr: Jenkins of Ohio will inquire. 

Mr. Jenxrns. I wish to say to the Secretary that I want to con- 
gratulate him on the fine statement he has made and also on the 

ition he has taken in the interest of the fiscal integrity of our 
ederal Government. For what it is worth, I can say that he has 
my full approval. 

The CHatmrman. Mr. Forand of Rhode Island will inquire, Mr. 
Secretary. 

Mr. Foranp. I am going to be very brief, Mr. Chairman. In view 
of the fact that the Secretary has made some mention of our Sub- 
committee on Excise Taxes, I want to say to him and to all of you 
that we have had extremely fine cooperation from the Treasury staff. 
Mr. Smith has been most cooperative. 

The only fault I have been able to find, and I think you all should 
know this, is that in many instances where we found inequities and 
things of that sort, speaking for the Treasury, Mr. Smith has been 
very frank in telling us that in principal he agreed with us that 
something should be done, but he cannot agree because of the stand 
taken by the administration that we cannot lose a nickel of revenue 
because if we open the gates by giving relief to 1 individual or 1 
group then we are going to have a rush of everybody seeking relief. 

So the record shows in many, many instances the Treasury is in 
agreement with us that inequities have been found and should be 
taken care of as soon as we can do it without affecting the budget. 

Secretary Humpnrey. That is correct. 

The Cuarrman. Mr. Boggs of Lousiana will inquire. 

Mr. Boses. Mr. Secretary, what is the total cash budget for fiscal 
1958 ? 

Secretary Humpurey. The expenditures you mean ? 

Mr. Boees. Yes. 

Secretary Humrurey. It is about $71 billion. 

Mr. Boaes. No, the cash budget. The total expenditures including 
the highway program and social security and so on. 

Secretary Humrnrey. Well, I would have to add those up for you, 
Mr. Boggs, of course the highway program is not in the budget here. 
Perhaps I have it here. Receipts from the public are $85.9 billion. 

Mr. Boggs. For one fiscal year? 

Secretary Humpnrey. That is right. 

Mr. Boces. That is for 1958? 

Secretary Humpnurey. Yes. Payments to the public are $82.9 bil- 
lion and the excess of receipts from the public would be $3 billion. 

pe se Boees. That $3 billion goes into the social security fund and 
so on 

Secretary Humpnrey. I suppose some of it goes into the highway 
fund and it goes into various funds, and then into surplus, too. You 
see, this out go into funds and surplus. 

Mr. Boces. Does that figure of $85 billion which you just quoted 
include the anticipated $600 million from increased postal revenues? 

Secretary Humpurey. I believe it does. 

Mr. Boeas. In response to Mr. Mill’s question, in the event the postal 
increase is not enacted, then the budget exclusive of the fixed items 
would be out of balance how much? 
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Secretary Humenrey. Our estimated surplus is $1.8 billion, and I 
believe the postal increase would be about $600 million of that, so 
there would still be a surplus if all of the figures came out. 

But I do not like to even contemplate that. I think that you gentle- 
men are going to put the post office on a pay-as-you-go basis, and I 
think that is where it belongs. I think everybody agrees that is where 
it should be. 

I do not see why we should have a great service like the post office 
and have the taxpayers paying for people getting a free ride. I think 
it ought to pay its way. 

Mr. Bocas. Do you consider the President’s budget inflationary ? 

Secretary Humpurey. Well, that is hard to say. I think this, Mr. 
Boggs: I think our governmental expenditures are so high that in a 
period such as we have been for the past several months and at the 
present time where the demand for people and materials is so great, 
I think for the Government at the same time to be making such addi- 
tional demands for itself, for people and materials, adds to push 
pressures up. 

As prices move up because of the pressures, you are increasing your 
cost of living and you are depreciating the value of your money. at 
is one of the reasons why I have been so very insistent and so vocal 
on the necessity and the desirability of reducing our Government ex- 
penditures and our Government demands on the economy at the 
same time all other demands are so great. 

We, ourselves, are to some extent contributing to those pressures 
which are putting the pressures on prices and the cost of living and 
so altimatehy in the reduction of the value of our money. 

Mr. Boces. In the light of these pressures, do you feel that the Gov- 
ernment and the various agencies of the Government are taking the 
proper steps to prevent further inflationary pressures ? 

Secretary Humrnurey. I could say it could be a whole lot worse. I 
would hope that it might be better. As I have said publicly and as I 
said to the Appropriations Committees, and all I can do is to repeat 
it, Mr. Boggs. I had hoped that this budget or our expenditures 
could be reduced further than they are. 

We worked over it. The executive branch and the Bureau of the 
Budget and everybody worked over it. The President himself worked 
over it and put in the greatest efforts to attempt to find ways in which 
we could properly render the necessary services and provide the 
necessary security, and at the same time spend less money. 

We were successful in reducing some of the ideas that various 
people had. On the other hand, we have this very large budget which 
does put a pressure on people and demand for people and goods at the 
same time we have it elsewhere. 

This money will not be spent for 18 months. I hope very much 
that as time goes on all of us can find ways of improving our situa- 
tions. I can speak for our own Department. In our own Department 
we have developed teams of employees who are looking with a fine- 
tooth comb into every branch of our activities. 

We have awards and various recognitions for successes in finding 
ways of reducing expenditures. We are making a terrific study in two 
respects. First, it is with respect to elimination of waste and duplica- 
tion and to find better ways of doing things. 
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Secondly, to see if there are things that we are doing that we can 
stop doing or that. we can even come to Congress and ask for relief 
from doing. 

Mr. Boggs. It is a problem for those of us who are Members of the 
Congress to assume that the President and the Bureau of the Budget 
have done everything that they could do to make these estimates as 
low as possible, is that correct ? 

Secretary Humrpurey. I think that is right. 

Mr. Boaes. And their estimates are $71 billion or $73 billion ? 

Secretary Humpurey. It is $71.8 billion of expenditures. 

Mr. Boegeas. I believe it is correct that that is the largest peacetime 
budget in our history ? 

Secretary Humeurey. I think so. 

Mr. Boges. Assuming we do not do any better job than you have 
done in reducing these expenditures, do you think that there is any 
further step that should be recommended by the Government and 
taken by the Congress to prevent inflation / 

Secretary Humreurey. I think this, Mr. Boggs: It is Congress’ con- 
stitutional duty to provide the funds and to authorize the expendi- 
tures. L should hope that with the advantage of all of the work that 
the executive has done on it, and with a fresh look by the Members 
of Congress, something can be done. 

I will say this for the Appropriations Committees that Iam familiar 
with: They really know a lot about what they are doing. The Appro- 
priations Subcommittee for the Treasury does about as much about 
the Treasury as any of us do and they spend a lot of time at it. 

I hope that the Congress will be able to make some proper sugges- 
tions. I also hope that the executive branch and the various depart- 
ments, as time goes on, will improve their performance and we will 
do better than we estimate. We are making this estimate today. 

Now, in my business, I never took an estimate as final by any means. 
An estimate is simply your first guess. After you go through and 
make the best first guess you can, then you work from then on to do 
better than that. Many times you can do better than that. 

I think between the activity of the Congress and our own activi- 
ties in trying to better our first guesses, we ought to make some further 
progress, Mr, Boggs. 

Mr. Boees. Well now, in connection with this whole economic pic- 
ture, you have been quoted in the press generally as you know, about 
a statement you are alleged to have made in foreseeing a depression 
that would “curl your hair.” 

Would you mind elaborating on that a little bit ? 

Secretary Humpnrry. I said that and I meant it and I mean it 
now. I think that as I have said ever since I have been appearing 
before this committee that we are taking too much out of our economy 
to continue it over a long period of time. 

The quotation that caught the newspapers only took a part of what I 
said. What I did say is just about what I have said to you today. 

This is not anything that is immediate. This is a matter of longer 
term operations. My fear is that by spending the amounts that we 
are now spending in unproductive ways we are dissipating so much 
capital annually, rather than saving it, that gradually over a period 
of time we will not have the capital to provide the jobs to keep America 


fully employed. 
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Now, it takes a large amount of capital to keep Americans em- 
ployed at the high wages they now have. Over a period of time, a 
man cannot get more than he can earn. He might for a short time, but 
not over a longer period and a whole nation cannot have more than 
it-can earn. : 

The nation can only earn based on what it can produce over a period, 
This is not over a month, this is over a considerable period of time. 
But it is these longer trends that you have to provide against and if 
you wait until you get into difficulty it is hard to get out. 

Mr. Bocas. Let me put. my question another way. It seems to me 
that following the Korean war we had a leveling off period. We had 
what you would term properly as some stability. 

Now, beginning I suspect some time last year, the levels began to 
creep up again. Apparently, they are still creeping up. How much 
increase has there been, for instance, in the cost of living in the last 6 
months ¢ 

Secretary Humpnrey. Well, it is still relatively very small, but 
nevertheless, it is more in the last 6 months than it was in the preceding 
couple of years. I do not know exactly whether it is 2 or 3 percent. 

r. Bocas. It would be fair to say that the pressures are very great 
at the moment, would it not ? 

Secretary Houmenrey. There are pressures and they are being evi- 
denced by increases. 

Mr. Boges. So that my main question is this: As I understand the 
situation the main deterring effects have supposedly been the increase 
in the cost of money and the high interest rates. That is substantially 
correct ? 

Secretary Humpnurey. That is one of the deterrents, yes. 

Mr. Bogas. Of course, that is also an expensive operation in that it 
costs you more, too, does it not ? 

Secretary Humpurey. That is right. 

Mr. Boees. How much more does it cost you? 

Secretary Humpnrey. Well, I think in this budget we estimate from 
the low point in 1955 we are up $900 million. I think it is up $400 
million this year over last year, as I recall, and a total of $900 million 
up from the low point to 1958. 

Mr. Boges. From the low point it is almost $1 billion ? 

Secretary Humpurey. I think that is correct. 

Mr. Boggs. I have just one other question in that connection. Are 
you anticipating raising the rates on so-called series E bonds? 

Secretary Humpurey. I have been asked that a great a many times 
in the last few days. We have not made up our minds yet just what 
is the thing to do. I explained the other day that I am very sorry 
about the delay and I am sorry that we have not been able to settle 
this matter. t think getting it settled is more important than what 
you do, almost, but I think there is so much speculation that it gets 
into a “talking stage” and there has to be a settled question and: get 
the talking over with. 

We have about 40 million people involved. When you are making 
a decision that affects the rights of not only 40 million people that 
now own these bonds, but of all the future buyers, you want to be sure 
that you have looked at every angle of it. 

That is what we are trying to do, Mr. Boggs. We are trying to 
look at it to get what is the fairest situation with respect toall of 
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the eos that now own these bonds and still have a package or an 
at‘is sufficiently attractive so that people will continue buying 


article t 
them: 

That is a difficult thing and I hope we will get it settled soon: 

Mr. Boces. I have just one final question. Assuming that these 
pressures continue, would you recommend any other measures that 
in be taken to prevent runaway inflation besides the high interest 
rates 

Secretary Humpurey. Well, as I have said, I think that a reduction 
in our expenditures would be a helpful thing. 

Mr. Boees. Do you anticipate a very substantial reduction in those 
expenditures ? 

ecretary Humpurey. I do not know how much we can do. I do 
not want to be too optimistic about it, but anything we did would 
be helpful. The more you did, within limits, the better. 

Mr. Boees. Say there is a 10 percent reduction and the pressure 
still continues. Would you recommend any further thing? 

Secretary Humpnrey. I think this, Mr. Boggs: I think getting into 
wae cases is a very difficult thing. 

Mr. Boees. But the inflation itself is not hypothetical. 

Secretary Humpurey. It is not so much what has happened alread 
as the trend that we are heading into that we want to avoid. I think 
we are all talking not so much of the immediate as we are of the 
trends and where they might lead in future actions. We are trying 
to avoid trends that would get us into future difficulties, that is, rather 
than too much of the present difficulties. 

Now, there are all sorts of various things that can be done. Some 
things can be done properly at one time and under proper circum- 
stanees and cannot be done under other circumstances. 

Mr. Bocas. I agree with you. 

Secretary Humpney. You can get into a good deal of difficulties 
about when something is appropriate and when it is not. That gets 
right back into this question of deficit spending that we have been 
talking about. I have said and I believe that substantial deficit spend- 
oh more harm than good. 

hat applies the same way to the tax rates. But there are some 
times when reductions in spending, as I have been saying right here, 
are very beneficial. Right now a reduction in spending would be a 
beneficial thing, I believe. 

So when you talk about increases and decreases and various things 
you do, you have to have them all in the context of the conditions 
obtaining at the time you are talking or you can get into an awful 
lot of misconceptions. 

Mr. Boees. That is all, Mr. Chairman, and thank you very much, 
Mr. Secretary. 

The Cuarrman. Mr. Mason, of Illinois, will inquire. 

Mr. Srweson. I have just one question. 

The Cuarrman. Mr. Simpson of Pennsylvania has a question. 

Mr. Srupson. Is it not the purpose of this legislation, Mr. Hum- 
phrey, to remove one of the factors which would be a threat or 
might possibly bring about depression, namely, the substitution of 
deficit spending for a balanced budget at the present time? 

Secretary Humpnrey. That is correct. That is one of the reasons 
why we are urging you to do what are suggesting today. 
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-Mr: Suweson. Thank you, aa 

The Cuarrman. Mr. Mason, of Illinois; will inquire. ) |. es. ry 

Mr, Mason. Mr. Sexe you made a statement that) is very 
intriguing to me. You said practically. that you in your office are 
in the same boat with this committee, that your interest, of» course, 
is in a balanced budget as our interest is. You said that your main 
concern, of course, is with the income of the Government and.it is your 
job: to try to keep that income coming in so that it) will meet the 
expenditures, 

hat is our job. But, Mr. Secretary, in the same boat with this 
committee, at least with some members of this committee, in that 
you have not too much control over the éxpenditures. I want you 
to know, sir, that I have voted against these automatic inereases and 
that I believe in keeping a contract, if it is possible, even if it is 
between the Government and the people. But the fact of the matter 
is that I have no control over the expenditures, only as one) vote in 
the committee. 

You have no control over the expenditures, only as one member of 
the Cabinet. You have done your darnedest, in my estimation, to 
keep those expenditures down. I certainly have done my darnedest 
in the Congress to keep the expenditures down because I believe and 
the record shows that the more billions that come in, the more billions 
they are inclined to spend. 

When I say, “they” I do not include you. The fact of the matter 
is that automatically, with the expansion of business, and. so forth, 
we are now taking in 3 or 4 billion dollars more than we did a year 
ago and so we say our expenditures must be 3 or 4 billion dollars 
more than they were a year ago. 

I have never been sold on the need for all of these expenditures. 
Icannamealotofthem. Because I have not been sold on the expendi- 
tures, I am not sold on the fact that we cannot give tax relief. That 
is the reason I have introduced some bills to give tax relief. 

But we are in the same boat. You have my sympathy. You are 
bucking the trend of expenditures and a few of us in the Congress 
are bucking the trend in expenditures. We want a balanced budget 
and we want to start paying off this debt just as much as some of the 
others do. 

So I extend to you my sympathy and my praise in your job. I ho 
that you can get some of your colleagues here to cut aes on expendi- 
tures. 

That is all, Mr. Chairman. 

The Cuarrman. Mr. Harrison, of Virginia, will inquire. 

Mr. Harrison. Mr. Secretary, a substantial part of this $71.8 bil- 
lion budget depends on the Congress enacting authorizing or enabling 
legislation. 

Secretary Humepnrey. That is correct. 

Mr. Harrison. And, therefore, if some of this authorization and 
enabling legislation is defeated there will be no necessity to expend 
substantial portions of that fund. 

Secretary Humpurey. That is right. 

Mr. Harrison. Now, does it add to the inflationary pressures do 
you think, Mr. Secretary, for the Government to enter into a school 
program that is envisioned in the budget message ? 
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Secretary Humpnrey. Well, of course, anything that adds to ex- 
penditures at this time does what I was saying to Congressman Boggs. 
It adds tothe pressures. There is no doubt about that. Anything that 
requires additional people and additional materials adds to present 
pressures, ° 

Mr.‘Harrtson. That would be particularly true in the construction 
industry at this time. 

eeenany Humpnery. In anything that takes people and ma- 
terials. 

Mr. Harrison. ‘And such new projects included in the budget as 
the Arkansas-Fryingpan project and others, if not enacted they also 
would mean smaller expenditures of funds? 

Secretary Humpnrey. I think that is right. What you have to do, 
of course, is to balance the requirements, There is good and bad in all 
and you have to balance them out to make your choice. 

Mr. Harrison. Are not increases in expenditures of the Department 
of Justice also adding to inflation ? 

Secretary Humpnrer. The Department of Justice is a little tougher. 
This also applies to the Internal Revenue Service. It raises quite a 
question. The Department of Justice’s expenses took quite a leap 
upward. I made an inquiry about that myself. I found that their 
income had also very substantially increased. 

The Department of Justice gets in a good deal of money and the 
more their activity is pursued apparently, or at least in the past, the 
more money they have brought in, and they have brought in a good 
deal more money than they have spent. 

Now, the same thing is true in the Internal Revenue Service and 
it is one of our most serious problems. We can, by adding to our 
forces in Internal Revenue, add income to the Government. Now, 
your difficulty comes in this: 

You just cannot keep on adding people and people even though 
theoretically you add income unless you first are sure that you are 
getting the maximum activity out of the people you have. 

We have been very slow in the Internal Revenue Service to add to 

our forces until we were really sure that we were getting the most 
efficient operation from what we now have. But, we can theoretically, 
at least, and I think perhaps practically to some extent, make some 
additions from time to time and here and there in the various cate- 
gories in Internal Revenue which will bring in a good many more 
dollars then the dollars we pay out for the additional services that 
we engage. 
Mr. cies, If the Congress does enact, Mr. Secretary, enabling 
legislation in order to authorize the appropriations envisioned in this 
budget, will that not mean that next year and in future years for 
those items there will have to be larger expenditures? 

Secretary Humpurey. Well, of course, when you get into a project 
and start it, it usually starts small and grows in - andere ment and 


the more you develop the more it costs until you get finished with that 
job and then it is out of the way entirely. 

Mr. Harrison. In other words, am I correct in saying that if Con- 
gress enacts this enabling legislation so as to authorize all of the ex- 
penditures proposed in the President’s budget, then in future years, 
the next 2 or 3 years certainly, Congress will have to appropriate more 
money than $71.8 billion recommended this year ? 
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Secretary Humerurey, I do not think that necessarily follows. You 
might have to appropriate more on one and another one might be 
tapering off. It does not necessarily follow that your total is increas- 
ing although one item that you pick out would. 

Mr. Harrison. By the same token, if new projects envisioned in 
this budget will require enabling legislation kia if the enabling legis- 
lation were defeated, then in the next year or so the people could look 
forward to some tax relief, Is that not correct ? 

Secretary Humpurey. I do not know just how much would be in- 
volved in enabling legislation but certainly you would be tending in 
that direction. The Congress in its wisdom certainly has to decide 
as everyone else has to decide, what you can properly get apne with- 
out and what you can properly leave out of our activity and what 
you must have. 

Mr. Harrison. Are you working on the 1959 budget yet, Mr. 
Secretary ? 

Secretary Humpurey. I think they have started. 

Mr. Harrison. Mr. Jones, could you answer that ? 

Mr. Jonzs. We are starting on the 1959 budget. We have no totals 
to give you at this time, however. 

Mr. Harrison. What does it look like? Does it look like more? 

Mr. Jones. As I say, we have not completed the totals. If the 
world situation continues as it is and if we continue the services that 
the Government is now giving—— 

Mr. Harrison. Or contemplates giving. 

Mr. Jones. It will vary not more than 5 percent from the present. 

Mr. Harrison. That includes the services contemplated to be given 
and one en to be given by the executive branch of the Govern- 
ment 

Mr. Jones. That is right in such cases as they are not yet author- 
ized. 

Mr. Harrison. That might mean a 5-percent increase ? 

Mr. Jones. No, I do not think it would represent a 5-percent in- 
crease. 

Mr. Harrison. It will represent an increase in the next year’s 
budget ? 

Mr. Jones. That, of course, would have to depend on the action 
taken by the Congress this year. 

Mr. Harrison. I am assuming that Congress enacts the enabling 
legislation that the executive branch recommends. Then, it means, 
a tear that next year’s budget will be larger than this year’s 

udget 

Mr. Jones. Not necessarily. Remember that the figures that we 
have estimated here are the amounts that will actually be paid out over 
the period of time. It will depend upon, for example, deliveries to 
the Air Corps. 

Mr. Harrison. What is that? 

Mr. Jones. Deliveries of procurement to the Air Corps. So the 
spending would not necessarily go up. 

Mr. Harrison. How about the appropriations? 

Mr. Jones. Whether the authorizations for new obligations would 
go up in another year, again that depends upon the decisions that are 
made this year. 
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Mr. Harrison. I am again assuming that the Congress enacts 
enabling legislation recommended by the President and the world 
situation does not change. Then you contemplate a larger budget 
next year ? 

Mr. Jones. Not materially larger, no. 

Mr. Harrison. Not materially larger, but nevertheless larger ¢ 

Mr. Jones. My statement is that it would not vary materially from 
the present, up or down. That is, if we accept your assumptions. 

r. Harrison. Thank you. 

The Cuatrman. Are there any further questions? 

Mr. Herlong of Florida will inquire. 

Mr. Herione. Mr. Secretary, I want to say that I concur in general 
with the position you have taken and I particularly appreciate your 
stand about the pressures of this large budget that we have. You 
have stated that it will continue to take so much out of our economy 
and it will cause a depression that will “make yore hair curl.” 

Secretary Humeurey. If it goes long enough. 

Mr. Hertone. Yet you believe that we can continue all of these 
taxes this year without causing a depression and our hair to curl? 
How long can we continue without getting a Toni? 

Secretary Humpnrey. I wish that I could tell you but I can’t. 
These things develop and they develop slowly until all of a sudden a 
lot of people realize what has happened and then things can happen 
quickly. I do not think that anybody can give you that estimate. 

I think you just know that in order to keep our growing population 
employed, we at to keep increasing our capital. We have to keep 
increasing our capital investment. It takes anywhere from ten to 
twenty thousand dollars of investment in various things to give a man 
a job. 

That applies to everybody. He may not be able to see it himself, 
but without transportation and without the power and all of the 
things that are not directly attributable, a man cannot earn the things 
that we Americans earn. That has to be continued and it has to be 
developed and has to go on over a period. 

The whole world is short of capital. We are short of capital here 
and everybody is short of it. It is putting this extra power and extra 
tools in a man’s hands that make him able to earn these additional 
amounts of money that we Americans all are earning. 

I think we want to have our scale of living continually rising. I 
do not think anybody is going to be happy just to sit still. Everybody 
wants to keep getting better. We have to keep on saving enough 
money and not destroy it, so that we are increasing all of the time the 
power in the hands of the people to work with. 

Mr. Hertone. The way I interpret your remarks, no one knows 
how long we can continue to take so much out of our economy in the 
way of taxes, and all of a sudden it is going to hit us and it is going 
to be too late. 

Secretary Humrurey. It is the old story that nobody knows what 
straw will break the camel’s back, but some straw will. 

Mr. Hertona. We had better start working on it right now. 

Secretary Humpurey. Yes, sir. 

Mr. Hertone. And if one impelling thing in this administration 
is to keep a balanced budget, I want to say that I agree with Mr. 
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Mason over there. Maybe we had better not give them so much and 
they will find some ways to keep from spending. 

Secretary Humpnrey. There are a great many gs eg that say that. 
There is a lot of talk of that kind. I personally do not believe in 
that. I think that is putting the cart before the horse. But I do 
think this, getting back to your premise: I said it the other day and 
it is an old adage bat it is a true one, “An ounce of prevention is worth 
a pound of cure.” 

Mr. Hertone. Thank you. 

The Cuairman. Mr, Sadlak, of Connecticut, will inquire. 

Mr. Sapiax. Mr. Secretary, I do not want to necessarily belabor 
the point of relief for small business as it has been expressed by my 
colleagues on the other side. But I can recall that back in early 1953 
when you first came into the picture and undertook your job, which 
you have done with eminent success to yourself and for the country, 
we came into what might be called a little impasse in connection with 
excess-profit taxes. 

There was some controversy about getting an additional $700 mil- 
lion from that source. At that time devised an amendment which 
would have brought some help and relief to small business which 
would have meant a loss of some $60 million. I think it was based 
on an exemption of the first earnings and raised it from $25,000 to 
$100,000. 

If I recall correctly, I think, Mr. Secretary, you were willing to 
accept that loss of $60 million in order to get some $640 million. e 
are now talking about an amount of approximately $3 billion. I 
wondered if such an amendment was to be put forth either by myself 
or one of my colleagues to bring some relief so that small business 
might in the final analysis have some operating capital from the 
funds which they would not give the Government in taxes. And if 
the loss of revenue would approximate say $60 or $70 million, would 
that be a substantial loss as you have expressed today and whether 
you would again be in opposition to that proposal. 

Secretary Humpurey. Well, all I can a I think, Mr. Sadlak, is to 
repeat to you what I have said. I think the fairest way to do this 
thing is to just take a line and hew to it. When you break over and 
start helping one group, you are endangering your fairness in dealing 
with other groups. 

There are other groups and there is not just one group. Now, small 
business is a group and small business could gladly have some appro- 
priate consideration. But there are other groups that can gladly have 
some appropriate consideration. 

In my point of view, all of these taxpayers can appropriately have 
some consideration. I just do not know any way to start picking out 
this group or that group or the other group and not be unfair to more 
than I am trying to help. 

Mr. SapiakK. You stated earlier, Mr. Secretary, that if it was a sub- 
stantial loss of revenue, you would be in opposition. 

Secretary Humpurey. That is right. 

Mr. Sap.ak. In comparison to $3 billion, perhaps $60 million would 
only be a negligible loss. 

Secretary Humpurry. I do not like to compare it with $3 billion 
because in this situation we are in today, I just cannot conceive of re- 
ducing corporation taxes or taxes on liquor, tobacco, and automobiles. 











20 TAX RATE EXTENSION ACT OF 1957 


I haat cannot picture that and that is what we are talking about here 
today. 

Mr. Sapiak, Thank you very much. 

Mr. Muts. Mr. Ikard will inquire. 

Mr. Ikarp. Mr. Secretary, to go back to the point Mr. Harrison had 
a few minutes ago, I do not think any of us, if we are realistic about 
it, can envision any appreciable reduction in our military spending in 
the foreseeable future. The world situation being as it is, all indica- 
tions are that it will continue. 

Secretary Humpnrey. The most difficult problem we have, you 
know, is trying to balance out what is a reasonable security to have 
over a long period of time. 

Mr. Ikarp. That is right, and we all appreciate that. 

Secretary Humpurey. We do not wantawar. I just have this feel- 
ing: 1 have been to a lot of places where there were things that I 
thought we could spend a little less money for in the military. The 
thing that has made America is the fact that we have increased the 
productivity of the individual. 

That is what has made this country. We can increase the produc- 
tivity of the individual and make a great country as we have in indus- 
trial lines and in all other lines and I do not know why we cannot do 
it in the military lines. 

America has received more for less all of the time. That is what 
makes us what we are. I do not know why we can do it in everything 
else and not in the military. I believe we ought to set our sights and 
I do not think there is any reason why we should say that we are just 
frozen into ang. 

I think that we ought to try to get more for less and do it the way we 
do everything else. 

Mr. Ixarp. What I meant was that the end items that we have in 
planes and men and tanks and guns cannot as far as any of us can fore- 
see be greatly reduced. 

Secretary Humpurey. I do not know. What you are after is an 
effective defense. I do not think that we need to take the attitude that 
just spending money gets you something or just adding so many heads 

ets you something. I think that there are a lot of things we can do 
for a more effective expenditure of money and reduce your heads. 

Mr. Ixarp. I agree 100 percent with all you have said, but the 
majority of our dollars are spent in our defense program. 

Secretary Humpneey. That is right. 

Mr. Ixarp. If we are going to be realistic about it, and if we are 
to make any substantial savings it must be there. As you said a while 
ago, these smaller things, the cumulative effect of them is good, but 
our big savings are going to have to come in the way you have just 
outlined. 

Secretary Humrurey. I believe so, sir. 

Mr. Ixarp. Now, on the nondefense spending, is there any indica- 
tion or did you have any idea, in view of the fact that apparently 
the administration has made its decision that they will continue some 
programs and institute other new ones, that there will be any sub- 
stantial reduction in nondefense spending within the next 2 or 3 

ears? 
* Secretary Humrnrey. All I can say is that I just think that we 
ought to be very, very conscious of it and we ought to work hard. 
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Mr. Ixarp. I do, too, but I do not see how we can say that that will 
come about when we are countinuing a lot of things that we have had 
for a long time and adding new ones to them. It seems to me that 
the only way, when we talk about reduced spending and tax reduc- 
tion, that we are actually going to get it is, one, through the expansion 
of our economy to where our tax “take” is relatively smaller, which 
probably would not happen due to some other pressures that are now 
at work, or, two, to make some substantial savings in the defense 
spending through the use of better management policies and develop- 
ment of new techniques in defense. 

Secretary Humrnrey. I think that we ought to view very, very 
critically every expenditure to be made. ere is nothing that is 
tougher than reducing expenditures. That is a tough job. It is 
easy to talk about it in generalities, but when you talk specific items 
that you are going to cut out, that takes some tough decisions. 

I hink the time is here when we have to make some tough decisions. 
They are not pleasant, but I think we have to get tough about it once 
in a while. 

Mr. Ixarp. That is all. 

The Caatrrman. Mr. Curtis of Missouri will inquire. 

Mr. Curtis. I could not agree with you more, and I think every 
one does, on the need for revenues. But I would like to examine just 
a little bit this question of how we get revenues. 

One point Mr. Eberharter was making about inequities. It seems 
to me it is rather a basic principle that the failure to correct inequities 
makes the job of correction greater. The loss of revenue from the 
inability to efficiently enforce an inequitable tax structure is fre- 
ie greater than the paper loss of revenue involved in correcting 
the inequity. 

That is particularly true in a voluntary tax-collection system such 
as we have. I think that you will agree that essentially our is 
voluntary tax-collection system. | 

Secretary Humpnrey. It is. 

Mr. Curtis. Is it not a fair observation, tough, that if we do not 
correct inequities we create the difficulty of collecting the revenues 
that are supposed to be collected. 

Secretary Hcumpurey. I think that is right, Mr. Curtis. It is a 
matter of timing that I am talking about. We went through a couple 
of years ago and did correct as a result of an enormous amount of work 
by this committee here, a lot of inequities and we got a lot of things 
straightened out. 

Now. there are 2 or 3 things that we have done. We have created 
a few new ones, but fortunately not a great many. But we still have 
developed a dozen things of one kind or another that obtained in the 
old laws that we did not get corrected. 

Now. it is too bad that some of these were not corrected a couple of 
years ago. But at the same time, you have to always try to judge 
what is the fairest thing to do to the most people. 

Mr. Curtis. I agree; but I am thinking solely in terms of revenue 
and collecting revenue. I have observed that if we do not correct 
inequities that are rather obvious, the people themselves figure out 
ways of taking care of it. 

I will illustrate. For instance, we have a tax on club dues applicable 
to capital expenditures. The net result is that you have two things 
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happening. Many people just do not pay the tax because they do not 
call themselves a club, although they are. The other way is the device 
that is being used by clubs right here in Washington, D. C., and else- 
where, of not having an assessment but just go around and have people 
voluntarily contribute to a capital expenditure. 

The point I am getting at is this: You lose those revenues completely 
through the fact that people, if they think there is an inequity, are 
going sometimes illegally and sometimes legally, to avoid paying 
the tax. 

For that reason it seems to me that we ought to take each tax that 
we think might have an inequity in it and judge it by those standards 
to see whether or not correcting that inequity might indeed actually 
increase our revenue. 

I do not think it follows that a paper loss on a tax that you are not 
getting much revenue from anyway is greater than the loss that we 
are presently experiencing from people’s failure to cooperate any 
pay the tax. 

I would like to suggest that as a standard to be applied to these 
various taxes where there are inequities in them. 

Secretary Humpurey. Of course, it is all a matter of guesswork, 
either way. You are estimating either way and it is perfectly conceiv- 
able that you might find a case that would justify your sort of con- 
sideration. I think that you have to take it up a piece at a time and 
consider each thing on its merits and what the effects are. 

It is largely a matter of degree and a matter of timing. I do not 
think that you can make fast rules on that subject. 

Mr. Curtis. I was suggesting this as a basic approach. Then, sec- 
ondly, and along the same line again emphasizing the need for revenue, 
I think that any tax rate can get beyond the point of diminishing 
returns where actually you would have a greater revenue “take” if 
you lowered the rate. 

I will suggest one tax right now that I think is at that point. That 
is the liquor tax at $10.50 a gallon. Now, for 3 years I have been ask- 
ing that a study be made as best we could on how well we are enforcing 
the $10.50-a-gallon tax. The figures that I have seen, and they are 
hard to come by, of the amount of bootlegging going on indicates that 
there is revenue that we are completely losing. 

Possibly, if we lowered the rate we would increase our enforcibility 
and probably get a greater “take,” but that principle does not seem to 
exist in the thinking of people. 

Secretary Humpurey. I do not think it is a principle. I think it 
is an estimate of the facts. That is a subject that has been up many 
times and it has been given very careful consideration. 

From all that we can get or all of the data we can get on the enforce- 
ment side of it, I do not believe it is true that you can reduce that and 
get more money. 

Mr. Curtis. I have heard that, Mr. Secretary, and that is why I 
have asked, and I think through an official request of the committee, 
that such studies as have been made on it be made available so that we 
can review them. But Iam trying to illustrate a point. 

Now, I want to illustrate it again by another tax. I remember on 
the excess-profits tax, the argument in favor of a continuation of that 
tax was that we needed the revenue. I tried to argue at the time that 
I thought we would gain more revenue through the elimination of that 
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tax by gaining it from the application of the regular corporation tax. 
Now, it is always hard to prove those things, but it is certainly true 
that the amount of tax that we realized from the regular corporate tax 
after the excess-profits tax expired was greater than the combination 
of the corporate tax plus the excise-profit tax before. 

It seemed to me that that was a cause and effect situation. In that 
instance again, by eliminating a rate we actually increased the “take” 
because we had gone beyond the point of diminishing returns. 

Secretary Humpurey. You are in a field in which you can get into 
a lot of difficulty. It is extremely hard to measure these things. You 
are saying in a way what I have said repeatedly for the last several 
days. That is, that if we maintain our levels so high that we deplete 
our capital investment, ultimately we will not collect so much tax 
because the country will not produce so much. But you know per- 
fectly well that if you cut your taxes a third or a half today, you would 
reduce your income today. Now, maybe 10 years from now you would 
be getting more. 

Because of that fact, I do not think that you could say that you were 
perfectly willing to go ahead and take a great big loss today. You 
have to measure them out. 

Mr. Curtis. It was rather an immediate effect on that specific thing; 
was it not! 

Secretary Humrurey. I do not think so. As you remember, I 
myself came up here and frankly told this committee that I was abso- 
lutely opposed to the excess-profits tax, but I asked you to continue it 
until the end of the year. 

Mr. Curtis. But the point I am getting at is that I tried to base 
the argument against it on the very basis on which you are presenting 
your arguments of the need of revenue. 

Now, that comes to the third thing that I had in mind to bring up. 
T am convinced that we would gain more from our corporate tax if the 
figure were reduced from 52 percent to 49 percent because of the basic 

»sychology of the fact that as it is now a corporation when it spends 
$1 for advertising or some business expense, always says, “Well, 
Uncle Sam pays 52 cents and I only pay 48 cents.” 

I suggest that even if it were 49.9, if private enterprise were the 
major partner and the United States Government the minor partner, 
instead of the reverse, we probably would find corporations being a 
little more careful in some of their expenditures, and we probably 
would be getting a bigger corporate tax “take” by reducing that rate 
just below that psychological barrier. 

Now, I grant you it is hard to estimate those things, but I think it 
is necessary to try to estimate those things in this era of high taxes. 

In order to formalize this and get some thinking on it, I was going 
to introduce such a bill before this hearing. Of course, if this com- 
mittee goes ahead and continues the 52-percent rate, the introduction 
of such a bill would largely be a gesture. But I do intend to introduce 
such a bill so that we can call attention to this proposition, that it is 
possible to reduce rates and actually gain in revenue and not lose in 
revenue. 

Secretary Humpnurey. Mr. Curtis, I think we are getting pretty far 
off the point here in this. In all of these things you have to consider 
your timing and you have to consider the practicability of your action. 
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I just cannot imagine this Congress or this committee putting out a 
bill to reduce corporate taxes with no reduction in individual taxes. 

Mr. Curtis. Even if it were increasing revenue ? 

Secretary Humpnrey. I do not care what it would do. I just be- 
lieve in America that the individual taxpayer is the next man entitled 
to consideration. I think to say that you are going to reduce cor- 
poration taxes and pay no attention to an individual is just idle. 

Mr. Curtis. I am not talking politicaly, Mr. Humphrey. 

Secretary Humenrey. I do not think that you would get 14 votes. 

Mr. Curtis. I am not talking politically. I am trying to talk 
economics. 

Secretary Humpnrey. I am talking about getting results. 

Mr. Curtis. I understand, and I am trymg to talk on an economic 
basis, and if it is right economically, I think that maybe we might give 
some consideration to it. 

Politically, of course, I agree with you, and I am not talking politics, 
or I am trying not to. I would say your anticipated revenues for 
next year indicated only a half percent increase from your corporate 
taxes, is that not correct ? 

Secretary Humpnrey. If your comparison is between fiscal 1958 and 
fiscal 1957 the increase is from $21.4 billion to $22 billion or an increase 
of about 3 percent instead of one-half of 1 percent. If you mean to 
make the comparison between fiscal 1956 and fiscal 1957, the current 
fiscal year, the one-half percent is all right because the increase is from 
$21.3 billion to $21.4 billion. 

Mr. Curtis. Even though the GNP is going up 3 percent ? 

Secretary Humpurey. My own guess as to corporate earnings is 
that there are a lot of pressures on corporate earnings and it is going 
to be harder as time goes on and these competitive conditions are be- 
coming greater, even though you do a larger volume of business, it 
is going to be harder to make money. 

r. Curtis. My suggestion is that it is entirely possible, too, that 
the fact that that increase is only going to be half of a percent might be 
from the very tax structure that we presently have. It is possible 
actually to gain more tax revenue, I feel, by altering the system than 
maintaining the system. At least that is what I want to direct our 
attention to so as to determine whether we would gain more revenue 
through that particular device of a lower tax rate. 

I think that we must recognize that we are not increasing our cor- 
porate tax “take” commensurate with the anticipated growth of our 
national product. 

Incidentally, that leads me to make this statement: You are antici- 
pating a growth in this country to give you a bigger tax “take” from 
the present structure; is that not correct ? 

Secretary Humpnrey. That is correct. 

Mr. Curtis. So growth is an item in this thing, and that is why I 
cannot understand why we do not estimate these other areas of possible 
growth balancing off, or as you say, of timing to deal with it in detail. 

et, you are saying here, as I understand it, that we just take the sys- 
tem which we know, if we continue it, is going to bring about a de- 
pression that will curl our hair. 

I suggest maybe if we did something about the system right now 
we might be able to help considerably and also help your problem of 
getting more revenue. 
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Secretary Humpurey. I think it is just a matter, Mr. Curtis, of 
difference in estimates. I think that you estimate savings that we do 
not quite believe. 

Mr. Curtis. You have made studies along those lines, and I will 
leave it that way. 

Secretary Humpurey. Yes, indeed. 

Mr. Curtis. Thank you. 

The Cuamman. Are there any further questions? Mr. McCarthy 
of Minnesota will inquire. 

Mr. McCarruy. I understood you are opposed to any tax savings 
which would result in a loss of revenue. You are not opposed to any 
changes in the structure which might not result in any net loss, but 
would make changes in the source of the revenue. If you gain addi- 
tional revenue from one point, and lose it from some chen source, you 
are opposed to that ? 

Secretary Humpnurey. I have not seen any, Mr. McCarthy, that I 
believe are practical methods of accomplishing that objective. There 
may be some. 

Mr. McCarruy. In the 83d Congress, when tax changes were under 
consideration, the administration was opposed originally to excise 
tax cuts and they had advocated—— 

Secretary Humpnrey. When was this? 

Mr. McCarruy. In the 83d Congress. They advocated a $100 ex- 
emption for the first $100 of dividend income and an exemption of 10 
percent of all dividend income above $100. 

Secretary Humpnrey. I did not understand what you said about 
excises. 

Mr. MoCarruy. They were opposed originally to any excise tax 
cuts at that time. 

Secretary Humenrey. That is right. 

Mr. McCarruy. Congress did not go along and Congress reduced 
excise taxes by about $1 billion instead of giving you the $100 exemp- 
tion and the 10 percent and the net effect of the revenues dropped 
down. 

Is it your opinion that the state of the Federal budget today and 
the general economy has suffered any as a result of what Congress did 
to your recommendations then ¢ 

Secretary Humpurey. I do not believe so. 

Mr. McCartuy. So it is possible that Congress might do something 
of the same kind at the present time and not necessarily hurt the 
economy. 

Secretary Humpurey. It is possible, but as I have said, I have not 
seen anything except from very minor things. There are some minor 
things but I have not seen any recommendations of that kind except 
one, which was the one that Mr. Mills mentioned not that he suggested, 
but that he said had been suggested, which I am opposed to. That 
is the only one that I know of that has been made. I think Mr, 
Forand’s subcommittee had some relatively minor things. 

Mr. McCarruy. In the last Congress, you testified that you thought 
that there were speculative factors working in the stock market which 


were unsound and were undesirable, at the time Senator Fulbright was 
holding his hearings. 
Secretary Humpnurey. That was 2 years 


ago. 
Mr. McCarruy. What is your opinion of the stock market today ? 
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Secretary Humpurzy. The only thing I can say about the stock 
market is what Mr. Morgan said, and I am sure I am right, and that 
is that it will fluctuate. 

Mr. McCarruy. You are not sure whether there is speculation there 
or not? 

Secretary Humpnurey. No. 

Mr. McCarry. You were 2 years ago? 

Secretary Humpurey. Well, I said I thought there were evidences 
of it. 

Mr. McCarruy. You are not sure of that now? 

Secretary Humpnurey. No. 

Mr. McCartuy. Well, I think that is all. I have to get you on the 
right day. I remember one day you said we could spend our way into 
ne and the next day you said we could spend our way out 
of it. 

Secretary Humpnrey. You never heard me say that; oh, no, sir. 
You search the records for that one. 

Mr. McCarruy. That was certainly the effect of your statement. 

Secretary Humpurey. You search the records for that. 

Mr. McCartuy. Did you not say that Government spending might 
be necessary in order to pull us out of a depression ? 

Secretary Humpurey. I did not say you could spend your way out 
of a depression. 

Mr. McCarruy. Now, I have a specific question: If we assume 
that there is a speculative factor working in the stock market, what 
might be the cause of it? 

Secretary Humpurey. I am sorry. I just cannot speculate. _ 

Mr. McCarruy. Might people go into the stock market, who might 
otherwise not go in, for the prospect of having income which would 
be tax exempt! 

Secretary Humpurey. I really do not know what you mean by that. 

Mr. McCarrtuy. I think the argument was made when this exemp- 
—— advocated it would encourage people to invest in corporate 
stocks. 

Now, if that is the case, will they go into the market with that kind 
of motivation ? 

Secretary Humpurey. To speculate? I do not think so. 

Mr. McCarruy. To invest or speculate? I do not know whether 
we can make that distinction very well. 

Secretary Humpnrey. I will go on record as saying that nothing we 
have done to the tax laws has promoted speculation. 

Mr. McCarruy. Nothing we have done? 

Secretary Humpnrey. Nothing. 

Mr. McCarruy. There is nothing we can do that would be likely 
to discourage it? 

Secretary Humpnrey. Well, I do not know about that. That is a 
very broad statement. You would have to be a lot more specific. 

Mr. McCartuy. Could you recommend anything? 

Secretary Humepnrey. No, I cannot, not now. 

Mr. McCarruy. I have one final question: Would there be any 
advantage or disadvantage on your part from the point of view of 
the Treasury, to have this extension expire at a date which coincides 
with the end of the fiscal year ? 
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Secretary Humpnrey. You mean a change from April 1, July 1? 

Mr. McCarruy. Yes. 

Secretary Humpurey. I do not know that there would. 

Mr. McCarrny. It would not make any difference? 

Secretary Humpurey. I do not know that there would be, no. 

Mr. McCarruy. Thank you, Mr. Chairman. 

The Cuarrman. Are there any further questions? Mr. Simpson 
of Pennsylvania will inquire. 

Mr. Srupson. Mr. Secretary, Mr. Mills and his subcommittee have 
the advantage of some testimony by your people about inequities. Of 
course, this committee wants to remove as many inequities as we can 
in the tax law. However, it happens that these inequities are pointed 
out to the subcommittee and some of them cost the Treasury money, 
and others give the Treasury some additional money. 

Now, we cannot consistently be for the one and not the other because 
we are dispensing equity here. Should we take them all or not? 
Should we only take the ones that help the Treasury, or should we 
take the ones that cost the Treasury money, too? 

Secretary Humpurey. Well, the ones that I have seen, and there 
are quite a list of things that can probably be done, it seems to me, 
do not affect your income very much one way or the other. 

Mr. Stwpson. There are many of them that add substantial money 
to the Treasury. 

Secretary Humrpnrey. I think this: Where either through inad- 
vertence at the time the law was drawn or through new devices— 
legal devices that have been worked out since the law was passed— 
there are ways that were never intended of avoiding the tax. I think 
those loopholes should be plugged. 

Mr. Srurpson. If the Congress did intend the law to be as it has 
been interpreted, then there 1s no inequity done. 

Secretary Humpnrey. That is right. In any such case, or in any 
case where you have what you might just for a quick word call a 
loophole which was intended to be such, then you should not change 
it, if that is what the Congress wants. 

But if there are loopholes that have developed subsequent to the 
passage of the law which were not anticipated, I think we should 
plug them just as fast as they appear. 

Mr. Stmpson. Even if it costs the Treasury money ? 

Secretary Humpurey. What is that? 

Mr. Stupson. Even if the inequity costs the Treasury money ? 

Secretary Humrnrey. It does not cost you any money. 

Mr. Suupson. Even if the remedy costs the Treasury money ? 

Secretary Humpnrey. It cannot cost you money to plug a foophiots: 
You get more money in, and there is no way you can ties on that one. 

Mr. Sumpson. If you are only talking about loopholes. 

Secretary Humpurey. That is what I was talking about. 

Mr. Srmpeson. But these are presented to us as inequities in the law. 

Secretary Humeurey. You are talking about two kinds. 

Mr. Srvpson. I am talking about inequities. 

Secretary Humrnrey, You are talking about inequities and you are 
talking about loopholes. 

Mr. Srmpson. I am talking about inequities: treating one fellow in 
a circumstance in a way which is unfair from the viewpoint of another. 








28 TAX RATE EXTENSION ACT OF 1957 


Under tae circumstances, if the Treasury is benefited by the passage 
of the bili——— 

Secretary Humpnrey. You cannot benefit in that case. 

Mr. Suapson. Under those circumstances, if the Treasury is to profit 
by correcting the inequity—— 

Secretary Humrpurey. You do not profit by it. 

Mr, Smrson. It gets more collections. 

Secretary Humenrey. No, I do not believe so. I think that your 
inequities are losses. 

Either they are standstills, or they are explanations of conditions 
or they are releases of income. They are releases of tax. I think we 
are getting mixed up in our words here a little. 

r. Sampson. If the Ways and Means Committee determined that as 
a result of the operation of a law as presented to us by your gentlemen 
who make certain recommendations, there is an inequity in the law as it 
is today, and the Treasury is gaining money, and if we correct that 
inequity, you would oppose that? 

Secretary Humpurey. No. 

Mr. Srmpson. If the Treasury is making money by reason of that, 
you are not suggesting that type of a correction; are you? 

Secretary Humpurey. I am saying, Mr. Simpson, that an inequity 
from my point of view means that the law is working unfairly with 
respect to an individual, making him pay more tax than he probably 
should pay. 

Now, in all such cases, I think the law should be changed to correct 
the inequity wherever it can be done without causing a substantial loss 
of revenue. 

Now, there are other cases where through inadvertence in the passage 
of the law, or where because of some legal developments that have 
occurred since the passage of the law, taxpayers are not paying what 
it was intended they should pay. In. those cases, I think the loopholes 
should be plugged. 

Mr. Simpson. Now, they call them another name, “unintended hard- 
ships” and “unintended benefits.” 

ecretary Humpnerry. Any unintended hardships should be cor- 
rected if it does not cost a lot of money. 

Mr. Srwpson. And the unintended benefits should be corrected, 
that is benefit to the Treasury ? 

Secretary Humpurey. No, it is a benefit to the taxpayer. 

Mr. Simpson. That is a benefit to the Treasury, is it not? 

Secretary Humpnrey. That is your inequity. 

Mr. Simpson. That is a dilemma we are in. That is what I want to 
know. Should we correct that kind, where a taxpayer is realizing an 
unintended hardship ¢ 

Secretary Humpnrey. Which, hardship or benefit ? 

Mr. Simpson. Hardship. 

Secretary Humpurey. Where he is getting a hardship, you correct 
it if it does not cost a lot of money to do it. If he is getting a benefit, 
you stop it right now. 

Mr. Karsten. Mr, Secretary, earlier in the discussion, reference 
was made to certain parts of the budget from the standpoint of reduc- 
ig sore a aree. ; 

r. Harrison referred to the President’s program which calls for 
the huge outlay of money for Federal school construction. Do you 
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feel it. would be unwise to embark on. a program such as that at this 
time ? ak caer 

Secretary Humpnrey. As I view the school construction ‘program, 
it is an emergency program. It is an emergency program to. provide 
relief from a hardship that has been suffered in an‘eme jon 
largely caused or largely brought about by the conduct of the Gov- 
ernment. 

It is in this way: We went for a number of years when the normal 
development of school construction was prohibited by action of this 
Government, when we had regulations and rulings against the use 
of materials and against the use of labor for various p ; 

Normal development was prohibited and graduatly, throvgh that 
cause, and because of people in the country moving from one 
to another, and throdih the development of government, and business 
here and there which caused people to move into new areas, you have 
an accute shortage of what is one of the most valuable assets in 
America. 

The education of the people is one of the most valuable assets there 
is in this whole country. 

I think this bill as designed is a panpore ‘relief of an emergency 
which is on the same basis as the Federal Government helping out 
in case of any other serious emergency which is harmful to a great 
asset of this country. 

Mr. Karsten. Even though ‘it ‘is inflationary, -I«take <it:that you 
would be in favor of the Congress passing legislation of that character ? 

Secretary Humpurey. That is what you have to balance out, as 
I said. 

Mr. Karsten. I am asking you your opinion. 

Secretary Humpnrey. As t said to Mr. Harrison, I am not the 
fellow who decides it. 

Mr. Karsten. I am asking you for your opinion, and I would like 
the benefit of your advice before I make my decision. 

Secretary Humrurey. That is the judgment of the Congress. You 
will have plenty of hearings and you will hear a lot of es who are 
1 ne a to talk on that subject and you will have to e up your 
mind. 

Mr. Karsten. I am perfectly willing to do that, but I would like the 
benefit of your opinion and your advice. 

Secretary Humwrurey. I will take my responsibility and give you 
my answer on mine, and you take-yours and you give me your answer 
on yours. 

Mr. Karsten. Do you feel it is unwise for Congress to pursue that 
program ? 

Secretary Humpurey. That is not my responsibility. 

Mr. Karsten. I asked you your opinion and I did not ask you to 
assume responsibility. You can surely give your opinion on things: 

ar Hompurey. I will give you my opinion on my respon- 
sibility. 

Mr. Karsten. I have one more question, if you refuse to answer 
that. You have indicated that certain cuts could be made in this 
budget. Do you have any estimate as to how much might be cut, $2 
billion or $5 billion or $3 billion? 

Secretary Humpurey. No, L-have not, I think that is a thing that 
can only develop as you go along and see what can be done. 
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Mr. Karsten. Now, the Chamber of Commerce of the United States 
has come out with a program this ene, which they advocate a 
$5 billion cut in the Preidentic budget. you think they are too 


high ? 

eats Humpurey. I do not know just how they would do it. 
Whether it is too high or too low all depends on how you do it, and 
I do not know what they propose. : 

I do not know what. items they would cut to eliminate $5 billion. 

Mr. Karsten. They also propose a program of three points. One 
is for the reduction of individual tax rates for all taxpayers in such 
a manner as to reduce the tax burden by $2 billion. 

The second item is the reduction of corporate income tax rates by 
two points. 

The third item is to reduce existing taxes by $5 billion. Would 
you be in favor of that program ¢ 

Secretary Humpnrey. I think you misspoke yourself. As I under- 
stood you, you said reduction in expenses. What you are talking 
about. now is reduction in taxes. 

Mr. Karsten. I mean they first propose a reduction in the budget 
and then. tax reduction. 

Secretary Humpurey. You are now referring to a reduction in 
taxes. You are reading a proposed tax reduction and I am opposed 
to it. . 

Mr. Karsten. Would you say that is an inflationary program? 

Secretary Humpnrry. Well, I would just say it is a program -that 
I oppose because I do not think it is a practical and workable pro- 

ram. 
Unless you get a commensurate cut in expenditures or some place 
to get the money from to pay for that tax cut, I do not think that 
it should be made. 

Mr. Karsten. They propose a $5 billion reduction in the budget 
in order to pay for it. 

Secretary Humpnrey. I do not know where they get it. 

Mr. Karsten. Would you favor it that way? , 

Secretary Humpurey. If you could make a $5 billion reduction in 
the expenditures, and we have our projected income, I would cer- 
tainly favor a, tax cut. 

Mr. Karsten. Along the pattern of this? 

Secretary Humpurey. I do not know about the pattern and I have 
never, seen, what you are talking about. But I would definitely be 
in favor of a tax cut if expenses can be cut to cover it. 

Mr. Karsten. Do you think a tax reduction such as they advocate, 
assuming you do reduce the budget $5 billion, will be inflationary ? 

Secretary Humpurey. I.am sorry. I cannot make a lot of as- 
sumptions. about papers I have never seen. I am not going to do 
it. 

Mr. Karsten. If you refuse to answer, that is all right. 

_ Secretary Humpurey. I will refuse to answer hypothetical ques- 
tions Of PABA I have never seen. 

Mr. Karsten. The chamber of commerce is an outstanding organ- 
ization in the United States. If, you refuse to answer, I cannot 
oars * toanswer. That is all, Mr. Chairman. 

The Cuarman. Are there any further questions ? 
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Mr. Epernarter. I have one question, Mr. Chairman. Mr. Sec- 
cretary, I have a feeling that your published position and your 
public statements with respect to the danger of inflation have had a 
tendency to stop inflation, and to retard the expansions contemplated 
by some industries. Would you care to say anything about that? 

In other words, we read occasionally of various large organizations 
and big business organizations that have postponed contemplated ex- 
pansion programs. 

Would. you say that perhaps your public remarks about the none 
of a depression in the distant future may have influenced their de- 
cisions ¢ 

Senator Humpurey. I would not think so. I just cannot imagine 
business decisions being based in that way. My judgment would be 
that if somebody postponed an expansion program, it would be because 
they saw their costs mounting, and they saw that the cost of that ex- 
pansion was going to be more than they had ire and they 
thought that this was an inappropriate time to go ahead with it in 
the way they had previously planned. 

I have seen notices where there have been some reductions in ex- 
pansion programs and I have seen others that have been published in 
the newspaper where they have come out with the largest expansion 
program they have ever had. 

I would think the decision would be with respect to the particular 
business and the cost of doing the work as compared with what they 
projected their sales to be. 

r. Epernarter. I have a feeling there is a general fear in the 
country existing today which causes the general public as well as many 
business firms to postpone expenditures. 

I think maybe some of that may have been caused by your expression 
about the depression in the future. 

Secretary Humpurey. I would not think so. I think business de- 
cisions are made on sounder grounds than that, and I think they 
would be based on rising costs and things of that kind that would 
have a much greater influence. 

The CuarmrMan. We thank you, Mr. Secretary, for your appearance 
and the information given the committee. 

The committee will go into executive session and everybody please 
leave the room except those authorized to remain. 


(Whereupon, at 12 o’clock, on Wednesday, February 6, 1957, the 
committee adjourned. ) 
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